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WESTERN MINES LIMITED 


AND SUBSIDIARY COMPANIES 


To the Shareholders: 


PRODUCTION 


During the year that ended December 31, 1971, 386,541 tons were milled averaging .05 oz. gold, 
1.6 oz. silver, 2.0% copper, 0.7% lead, 6.9% zinc. Copper recovery at 87.4% was down slightly as 
compared to 1970 results but a further 2.1% was recovered in ‘a lead concentrate, paid for at a reduced 
rate. Zinc recovery at 80.8% reflects the refractory nature of the ore. A further small recovery of zinc 
was made in the lead concentrate. Production totalled 26,080 tons of copper concentrate, 38,003 tons 
of zinc and 2,001 tons of lead concentrate. A small pilot plant, operating in parallel to the main mill 
circuit, was installed during the year, an important addition to the plant testing facilities. 

The open pit provided 50.5% of the mill feed, 39.5% coming from underground and the balance 
from stock piles. 


MINE EXPLORATION AND DEVELOPMENT 


Lynx Property 


Lateral development and raising totalled 8,171 feet, about the same as in 1970. Diamond drill 
footage totalled 33,113 feet down about 20% as compared to 1970. The rate of drilling will be stepped 
up in 1972. 4 


Myra Falls Property 
Lateral development and raising totalled 4,128 feet. In addition the decline was advanced 935 feet 


to completion. Drifting was started on the new 11, 12 and 13 levels. Diamond drilling totalled 29,650 
feet, over twice the footage in 1970. 


Price Property 


Geological and geochemical studies continued in conjunction with similar work on the Cream 
Silver property. 


OUTSIDE EXPLORATION 


Cream Silver 


An option was taken on a 70% interest in the Cream Silver property, adjoining the Price on the 
south-east. Heavy snow and a late spring seriously delayed the work but about 50% of the 180 claim 
group was explored. Geochemical surveys and an induced polarization survey outlined an anomalous 
area in the Thelwood valley but three diamond drill holes showed only weak mineralization. A further 
|.P. survey late in the fall showed another anomaly which will be drilled in 1972. 

Near the headwaters of Price Creek well mineralized float was traced to the base of an inaccessible 
bluff. This will be further examined in 1972. 


Roed 
Drilling the 1.P. anomaly reported last year failed to show ore and the option was dropped. 
Grey — J 
This property west of Parksville was optioned when an examination showed copper mineralization 


of interest. Surface surveys followed by diamond drilling failed to show any continuity in the 
mineralization and the option was dropped. 


Leemac 

Late in March, 1972 an agreement was concluded with Leemac Mines Ltd. (N.P.L.) whereby 
Western purchased 100,000 shares of Leemac at $3.00 per share and obtained options on successive 
100,000 share blocks at $4.00, $5.00 and $6.00 per share. Western will have the right to place the 
property in production thereby earning an overall 45% interest in Leemac. 

The property is located about eight miles south-west of Kamloops. Eight diamond drill holes have 
indicated several million tons of copper ore and the property is potentially a large tonnage, low grade 
open cut mine 


ORE RESERVES 
Copper Lead Zinc Gold Silver 


Tons % % % oz./ton oz./ton 
Lynx (including stock piles) 1,495,900 1.8 0.8 7.8 0.06 2a 
Myra 375,000 1.0 2.4 11.4 0.12 73 


The increase in total reserves of 40,400 tons plus the ore fed to the mill in 1971 represents 
approximately 426,900 tons of new ore found during the year. At present it appears that the Myra mine 
has the best potential for further ore development. 

The open pit will continue in operation at least until the end of 1973. 


EARNINGS 

Profit from operations for the year amounted to $1,978,960 or 38 cents per share, after provision 
for British Columbia Mining Tax totalling $157,500. No Federal Income Tax is payable on these 
earnings. 

Net revenue from concentrates produced amounted to $8,204,546 as compared to $10,514,519 in 
1970. The average copper price in 1971 was CDN 50 cents per pound as compared to CDN 65 cents in 
1970. 

Operating costs before depreciation and interest averaged $14.11 per ton as compared to $15.67 in 
1970, the difference being chiefly in mining costs. In addition, expenditures on ‘‘outside’’ properties 
totalled $156,862 or 40 cents per ton. 


CASH FLOW 

Cash flow amounted to $2,675,951 or 51 cents per share. $1,040,604 of this was used to pay two’ 
ten-cent dividends, $803,405 to finance the Myra development and $446,583 for plant replacements and 
other capital requirements. The balance of funds was transferred to working capital. 

Capital expenditures included approximately $150,000 for underground and other equipment for 
the Myra development, $95,000 for a lead circuit and other concentrator additions and $25,000 
additional costs for the diesel electric system. 


WORKING CAPITAL AND DEBT 
At the close of the year working capital amounted to $2,834,387. With the exception of $162,775 
for staff housing mortgages, which are self liquidating, the Company has no long term debt. 


GENERAL 

The metal content of the water in Buttle Lake continues to be well below the maximum 
acceptable level, set by the Provincial Government. 

During the year the assets of Myra Falls Mines Ltd., and Price Creek Mines Ltd., were merged with 
the assets of the parent company and the two subsidiary companies dissolved. 

Labour relations continued to be satisfactory. A new agreement was signed in December, 
remaining in force until September, 1973 but with a wage reopening clause in December, 1972. 


ON BEHALF OF THE BOARD 
Vancouver, B.C. “W.G. Jewitt’ 
April 5, 1972 President 
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WES TERN 


AND SUBSIDIARY COMPANIES 


ASSETS 


CURRENT ASSETS 

Cash and short-term investments ..........2..0..00ce00- 
Accounts receivable 42s.2).2i iiss. suvetvstevs tansecencees 
Concentrate settlements receivable — at estimated 
net realizable value (note 3) ................000. 

Concentrate inventories — at estimated net 
realizable value (note 3).............c.ccccceee eee 
Mine materials and supplies — at cost ............... 
Prepaid expenses cco ince ihe ey et aetewes tance 


INVESTMENTS — at cost, quoted market value 1971 — 
$24,000; 1970 — no quoted market value .......... 


FIXED ASSETS 


Plant and equipment (note 4) ................ Na eat 
Mining properties — at cost (notes 1 and 4)......... 


DEFERRED DEVELOPMENT COSTS (note 1)........... 


SIGNED ON BEHALF OF THE BOARD 
“W.G. JEWITT”’, Director 


“P.M. REYNOLDS", Director 


We have examined the consolidated balance sheet of Western Mines Limited and subsidiary companies as 
at December 31, 1971 and the consolidated statements of earnings and retained earnings and source and use of 
working capital for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion these financial statements present fairly the consolidated financial position of the 
companies as at December 31, 1971, and the consolidated results of their operations and the consolidated’ 
source and use of their working capital for the year then ended in accordance with generally accepted 
accounting principles applied, after giving retroactive effect to the change to the deferral method of 
accounting for mining taxes referred to in note 7 to the consolidated financial statements, on a basis consistent 


with that of the preceding vear. 


MINES 


LIM 1 tee 


1971 
$ 


1,651,815 
8,076 


710,509 


699,924 
219,903 


3,290,227 


29,930 


8,663,821 
883,283 


9,547,104 


1,619,341 


14,486,602 


1970 
$ 


1,483,059 
22,987 


453,560 
897,772 


168,554 
57,453 


3,083,385 


4,930 


9,230,752 
884,717 


10,115,469 


815,815 


14,019,599 


WESTERN MINE S 


AND SUBSIDIARY COMPANIES 


LIABILITIES 


CURRENT LIABILITIES 


ACCOUIS Pay aADICna ante inare. Sree anes. oe, 
ACCLUed SAV COllr nase pied raa ant Nasa eeeoincbotaet Sie 
Income and mining taxes payable ..................... 
Long-term debt maturing within one year ........... 


LONG-TERM DEBT 


Mortgages — net of portion maturing within 
ONE Vea ANGE GO) ie a On aan hein chines 


DEFERRED MINING TAXES (note 7)...............::0088 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 8) 


Authorized — 
7,500,000 shares with a nominal or par 
value of $2 each 


Issued and fully paid — 
5,203,016 shares (1970 — 5,201,816 shares) 


RETAINED EARNINGS ine calectseccspenecesaersineacann ty 


Vancouver, B.C. 
February 4, 1972 


LIMITED 


162,775 


321,294 


939,909 


8,471,169 


5,075,524 


13,546,693 


14,486,602 


McDONALD, CURRIE & CO. 


Chartered Accountants 


183,966 


227,794 


1,046,117 


8,468,769 


4,504,713 
12,973,482 


14,019,599 


Our report on the 1970 comparative consolidated financial statements was qualified with respect to 


accounting principles relating to amortization of preproduction and financing costs, the particulars of which 
are set out in note 5 to the 1971 consolidated financial statements. 
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REVENUE FROM CONCENTRATES PRODUCED...... 


Less: Treatment and marketing costs ............... 


OPERATING COSTS 


Concentrate productOonuinaiarsuccecasel ay senate 
Administration: (rote! Dine se eerie Sea aus 


OPERATING: INCOME cr caer ue teade my aes 


OTHER EXPENSE (INCOME) 


PePKeC atl Om. vee se eee eee ae ee cmt 
Outsiderexplorationi Hee ak cae ee ee eee 
Interest on long-term debt ......... 00.00... cecc cess eee es 
Interest earned on short-term investments........... 
Gain on disposal of fixed assets  ..............000ee0 eee 


PROVISION FOR B.C. MINING TAXES (note 7) 


Current ..... SN BAe eg ver eric aun ee Lv I tl eng 
Deferred 


NET EARNINGS FOR THE YEAR 
BEFORE EXTRAORDINARY ITEM ............... 


EXTRAORDINARY ITEM 


Writedown of Ainsworth idle plant and 
equipment (note 4) eee eesti 


NET EARNINGS FOR THE YEAR.....................0..005. 


EARNINGS PER SHARE 


Net earnings before extraordinary item .............. 


Net earnings forthe Vealeuscw sere. sen dick yerqeeneent 


RETAINED EARNINGS — BEGINNING OF YEAR 


AS previously fepOnted scare sav tor cacen corse eacucee eer 
Adjustment of prior years’ income (note 7) ....... 
AS restated: 2.224: o8 bea. cps eet ete NG Semin kee ae 
Net-earnings Tortie yeati ct hain. cere oe teases 
Preproduction and financing costs (note 5) ................. 
DIV Ides watcceaasee net ate tae atl ee een ete suena ieee me 
RETAINED EARNINGS — END OF YEAR ................ 
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= 


5,056,331 
330,035 


5,386,366 


2,818,180 


HoT 2 

» 156,862 
13,566 
(74,199) 
(6,261) 


681,720 
2,136,460 


64,000 
93,500 


157,500 
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f 8,204,546) { pee 
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5,725,858 
324,923 


6,050,781 


4,463,738 


509,475 

118,062 

259,051 
(418,829) 
(15,924) 


451,835 
4,011,903 


30,706 
227,794 


258,500 
re Rae 


og 1,978,960 3,783,403 7 


367,545 


— 


ps eRN a 
“1,611,415 


38¢ 


4,683,213 
178,500 


4,504,713 
1,611,415 


6,116,128 
1,040,604 


5,075,524 


ne 
nae 


75153403 


11,589,960 


11,589,960 
3,753,403 
15,343,363 
10,058,558 
780,092 


4,504,713 


WESTERN MINES 


SOURCE 


Operations 
Netearmingds TORE Veatag ace ta crctescucescs cases 
Add: Non-working capital items 
DEDreCtaliommcer ieee used iaaca aos 
Loss on disposal of fixed assets ..... 
Deferred B.C. Mining Tax ............ 
Option payments written-off ....... 


CamiiaystockrisSWedisuia tina seates surest ovat on 
RMOntAGeHIIMANE IA Gi re saccdey staan tenemad sences Sees gates 


USE 


DIMIGEROStapa on eee cre trecns folic eran ce cee cenmen, 
HRIMESURNehicocemeuunt wana saecodenimenoks ces ean edieecismsauaes ee 
MIEMGUDrODeKHeS casa aceee Wiccs dean ctducassesusu acon 
Fixed asset additions — net .............c cece ese e ee ee ees 
Deferred developments xi ate. olessccscccecteeenceeen 
Income debentures redeemed .............:ceeeeeeee eee 
Monktgagesirepaleli: ons. oe acceatan Uatkeotame sow ceractecte 


INCREASE (DECREASE) IN WORKING CAPITAL .... 
WORKING CAPITAL — BEGINNING OF YEAR. ........ 


WORKING CAPITAL — END OF YEAR ................... 


REPRESENTED BY: 


GUE PASS OESE rite race eee ease ten ae aber ie nayheenee 
CUPrENaNeReS tees cain os cacoei ty leat wenile cata AaRe 


WORKING CAPITAL -- END OF YEAR ................... 


LIMITED 
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1971 


1,611,415 


SH VAs ee 
361,284 
93,500 
15,600 


2,673,551 


2,400 


2,675,951 


1,040,604 
25,000 
14,286 

386,106 
803,405 


SAAS) 


2)290)592 


385,359 


2,449,028 


2,834,387 


3'290 227 


455,840 


2,834,387 


1970 
$ 


3,753,403 


- 509,475 
5,244 
227,/94 


4,495,916 


66,780 
34,695 


4,597,391 


780,092 


23,100 
1,255,758 
501,312 
6,329,000 
6,586 


8,895,848 


(4,298,457) 


6,747,485 


2,449,028 


3,083,385 


634,357 


2,449,028 
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of source 
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December 31, 1971 
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for the year ended 
December 31, 1971 


WESTERN MINES LIMITED 


AND SUBSIDIARY COMPANIES 


1. 


VALUES 


The amounts shown for mining properties and deferred development costs represent costs to 
date and do not necessarily reflect present or future values. 


PRINCIPLES OF CONSOLIDATION 


All of the subsidiary companies, as follows, are wholly-owned and included in the 
consolidated financial statements: 


Myra Falls Mines Ltd. 

Price Creek Mines Ltd. 

Western Mines Holdings Limited 
Discovery Terminals Ltd. 

Myra Falls Management Ltd. 


During the year ended December 31, 1971 Myra Falls Mines Ltd. and Price Creek Mines Ltd. 
sold all of their assets including mineral properties and deferred exploration and 
development costs to the parent company. These two subsidiary companies now have been 
dissolved and their charters surrendered to the Registrar of Companies. 


CONCENTRATE SETTLEMENTS RECEIVABLE AND CONCENTRATE INVENTORIES 


Concentrate settlements receivable are valued at the metal prices prevailing at the time of 
shipment less estimated treatment and marketing costs. In accordance with the terms of the 
sales contract, final settlements are made at prices prevailing at a future date and the 
amounts which will be received by the company may vary from those amounts shown as 
concentrate settlements receivable at December 31, 1971. Concentrate inventories are valued 
at the metal prices at December 31, 1971 less provision for estimated market adjustments, 
treatment and marketing costs. 


FIXED ASSETS 
(a) Fixed assets and related accumulated depreciation are as follows: 


1971 1970 
Accumulated 
Cost Depreciation Net Net 
$ $ $ $ 
Vancouver Island and 
Head office 
— Plant, roads and 
equipment 10,270,528 2,243,740 8,026,788 8,203,239 
— Underground capital 
development 231,872 231,872 223,553 
— Staff housing 467,166 87,005 380,161 411,415 
Ainsworth buildings 25,000 25,000 392,545 
10,994,566 2,330,745 8,663,821 9,230,752 


Depreciation of plant and equipment is at the rate of 5% per annum and automotive 
equipment is at the rate of 20% per annum, both computed on a straight-line basis. 
During the year, the Ainsworth idle plant was written off and the remaining buildings 
written down to their estimated realizable value. 


(b) The cost of mining properties as at December 31, 1971 is as follows: 


1971 1970 
$ $ 
Vancouver Island 203,902 212,123 
Ainsworth, B.C. 659,750 659,750 
Outside properties 19,631 12,844 


883,283 884,717 


Under the terms of an agreement dated April 14, 1971 with Cream Silver Mines Ltd. 
(N.P.L.), the company has obtained the rights to acquire a 70% interest in a new 
company into which 167 mineral claims in Strathcona Provincial Park, Vancouver 
Island, will be transferred. Prior to such incorporation the company must complete a 
$750,000 exploration programme over the period to December 31, 1975 and have 


paid the optionors $40,000 of which $10,000 has been paid at December 31, 1971. As 
at December 31, 1971, the company has expended approximately $60,000 of the 
exploration programme, was committed to a further $40,000 and the agreement was 
in good standing. Except for the expenditure of this latter $40,000 the company has 
no further firm commitments under the agreement and may terminate it at any time. 


PREPRODUCTION AND FINANCING COSTS 


In accordance with the company’s policy, preproduction and financing costs with respect to 
the development of the company’s mine were not amortized by charges against earnings but 
the total amount of $10,058,558 was written off to retained earnings in 1970. If the 
company had elected to amortize these costs, several acceptable alternatives were available. 
One basis, calculated by utilizing year-end ore reserves and total production, would have 
resulted in a charge against 1970 earnings of approximately $650,000 as was referred to in 
the 1970 auditor’s report dated February 1, 1971. Another basis, calculated by using only 
the initial ore reserves, would have resulted in a charge against earnings for 1970 of 
approximately $2,500,000 which, together with similar charges in preceding years, would 
have resulted in the preproduction and financing being fully amortized by December 31, 
1970 with no amortization required in 1971. 


LONG-TERM DEBT 


Mortgages are secured by charges on land and houses for company employees, bear interest 
at rates varying from 6%% to 8%% per annum and are repayable at $1,767 per month 
including interest. 


DEFERRED INCOME AND MINING TAXES 


Federal income taxes payable in respect of the year have been eliminated by claiming for tax 
purposes depreciation and preproduction costs in excess of that recorded in the accounts. 
Deferred Federal income taxes have not been accrued because of the recognition of deferred 
tax debits arising in prior years when preproduction and depreciation written off in the 
accounts exceeded the total claimed for tax purposes. Deferred tax debits of approximately 
$1,735,000 remaining at December 31, 1971 will be recognized in future periods to the 
extent that they offset Federal income taxes otherwise payable. 

British Columbia mining taxes payable in respect of the current year and the prior year have 
also been reduced by claiming depreciation for mining tax purposes in excess of that 
recorded in the accounts. In prior years the company followed the practice of netting the 
deferred tax liability with respect thereto against the deferred tax debits arising from Federal 
income taxes. During the year ended December 31, 1971, the company adopted the 
accounting policy of recording the liability for deferred British Columbia mining taxes 
separately from deferred Federal income taxes. This policy has been applied retroactively to 
the year 1970 when such deferred mining taxes first arose and, accordingly, the balance of 
retained earnings as at December 31, 1970 has been restated to reflect the retroactive charge 
for deferred mining taxes of $178,500 and in addition an amount of $49,294 reflected as a 
current liability in 1970 has been restated as deferred mining taxes. 


CAPITAL STOCK 
(a) As at December 31, 1971, shares issued, discounts and premiums related thereto were 


as follows: 
1971 1970 
Discounts 
Par less 
Shares value premiums Net Net 
$ $ $ $ 
For cash 4,282,976 8,565,952 1,214,863 7,351,089 7,348,689 
For properties 575,000 1,150,000 450,000 700,000 700,000 
For services 345,040 690,080 270,000 ~ 420,080 420,080 


5,203,016 10,406,032 1,934,863 8,471,169 8,468,769 
(b) During the year ended December 31, 1971, the company issued 1,200 shares for cash 
totalling $2,400 under the terms of stock options outstanding. 
(c) The company has outstanding stock options to employees and officers for 9,400 
shares at prices ranging from $2.00 to $2.80 per share exercisable on varying dates to 
1974. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


During the year ended December 31, 1971, the directors and senior officers of the company, 
as defined by the British Columbia Securities Act, 1967, were paid aggregate remuneration 
totalling $162,995. Included in this amount are directors’ fees of $41,950 and pension plan 
contributions of $4,496. 
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